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This is the first in a series of EN1 country reports that 
examines social indicators of development during the tr, -;sition 
to a market-oriented economy. Below we f~cus on Poland in two 
ways. We first look at the issues--of distribution, poverty, 
demography, labor markets, social policy, and environmental 
pollution--in the aggregate, and compare how well'~o1and is 
faring relative to other countries of the region. We then examine 
the impact 0-he transition in Poland on those groups commonly 
perceived to be the most at-risk. This includes the young and the 
old, the working poor, women, and the rural populace. 

I. Aaaresate Indicators 

A. Income distribution 

Income inequality is increasing in Poland,. A common measure of 
inequality, the gini coefficient, shows an increase inlincome 
inequality for Poland from .26 in 1987 to .32 in. 1993. By 
comparison, this increase is similar to that witnessed in the UK 
during the Thatcher years; the six point increase in Poland in 
five years is one-half the increase in inequality experienced in 
the UK over roughly ten years. The intensity of the increase in 
Poland, however, is magnified in the context of shrinking 
aggregate income. 

As Figure 1 shows, Poland's income inequality measured by the 
3 gini coefficient is slightly greater than the EN1 average. It is 

high relative to other Central and Eastern Europe (CEE) countries 
as well as the Slavic countries, though slightly lower in 
relation to the Baltics and Central Asian Republics (CAR) of the 
New Independent States (NIS). Poland's inequality is comparable 
to that found in the Organization for Economic Cooperation and 
Development (OECD) countries overall and to the East Asian 
developing countries, though much lower than the dfvetoping 
countries of Latin America and Sub-Saharan Africa. Perhaps of 
greater relevance, Poland's income inequality is higher than, most 
of 'the countries of the European Union (EU) . The population- 
weighted average of the EU1s gini coefficient is probably closer I - - -- - _ _  __ _ _ _ _  - -- - 

- - to .29 or .30. 

Another means to measure Poland's income inequality, the ratio of - 
the richest 20% of the population to the poorest 20%, shows - 
Poland relati~ely~less economically stratified. In particular, 
the wealthiest 20% of the population in Poland in 1992 received 



sligptly more than three times the income received by the poorest 
20%. While we do not have a measure of this for the EN1 region 
as a whole, this ratio does compare favorably with that in the 
Czech Republic and Hungary (5 to 1 and 4 to 1, respectively), and 
is roughly comparable to that found in Slovakia. In addition, the 
OECD average is 76to 1, and higher still for the U.S., likely 
closer to 9 to 1. 

B. Povertv 

In general, it appears that much of the reason for the growing 
inequality in the transition economies has stemmed from changes 
at the top of the income distribution. Still, poverty has 
increased significantly in Poland and elsewhere. Moreover, the 
recent emergence of high poverty incidence coupled with rapidly 
growing economic stratification brings in its wake important and 
obvious policy challenges whish must be addressed if the market- 
oriented reforms are to be sustained. 

The good news, however, is that the poverty tends to be both 
relatively llshallowM (many of the poor are only hiarginally so) 
and new. This means that a substantial deterioration of assets 
has probably not yet accompanied the decline in incomes, and that 
relatively minimal, well-targeted, albeit timely assistance could 
pull up many of the poor relatively easily. Furthermore, growing 
"officialw poverty has l4kely been accompanied and partly offset 
by a growing informci sector. These trends highlight the merits 
of interpreting poverty levels with some caution if not 
skepticism. 

ti1 Income. Both absolute and relative income thresholds are 
often used to measure poverty. By one conservative estimate, 
Polandls,absolute poverty increased from 6% in 1987-1988 to 16% 

c.3 in 1993. As shown in Figure 2, this poverty level is slightly 
less than the EN1 average of 18%. The growth of poverty in Poland 
over the 5-6 years is also less than the region's average. Yet, 
as Figure 2 highlights, the EN1 average masks widespread 
variations in poverty. Thus, by this measure, poverty in Poland 
is significantly greater than other Central European (CE) 
countries in transition, while at the same time substantially 
less than some NIS countries, the Baltic countries in particular: 

The sum of money needed to bring all the poor up to the absolute 
poverty line i~ probably close to 5 %  of Poland's gross domestic 
product (GDP). This is assuming t h ~ t  the actual costs of such an 
undertaking are roughly double the costs that would be incurred - ir the traKsfers - COUZT W--lmrge€Fd'-pe rfect1y {€haX-Xs;-TnIy to 
the poor and by the exact amounts). 

Relative measures of povezty in Foland reveal the ~'shallo~ness~~ 
of this poverty. Two relative poverty lines are sometimes used: 
75% and 50% of median income. Using the former, we find that .one 



out of four'persons in Poland is living in poverty in 1992. In 
contrast, only 6% of the Polish population were below the lower 
poverty line in 1992. 9 

(ii) ~menditures. The level and type of expenditures are likely 
better welfare proxies than income, particularly in light of 
informal economy activities (which generate unreported income and 
in-kind.payments). Below are some indicators of consumption 
habits, though some apply to the average Polish citizen and hence 
do not get at the distribution of these expenditures. Relative to 
other EN1 consumers, the average Polish consumer fares quite 
well, and would not appear to have his/her vital needs 
threatened. 

  he calories consumed per day by the average Polish consumer 
lo declined from 3,426 in 1988-1990 to 3,282 in 1992, a 4.3% drop. 

This level is well above the recommended level s ~ t  by the World 
~ealth Organization (WHO) of around 2,300-2,500. It is also 
higher than an average of 3,075 calories per day for 8 CEE 
countries over 1990-1994. 

However, there is evidence that the poorest 20% (by income) of 
the Polish population has experienced a more dramatic drop in 
caloric consumption (by roughly 11% from 1989-1992), and that the 
average level of caloric consum~tion by these poor (2,348 in 
1992) may be cause for concern. In addition, the daily protein 
intake in 1992 by this group was 62 grams, a drop of nearly 13% 
from 1989, and also below WHO standards (of 65-70 grams). Those 
of greatest concern among the poorest 20%, and thus candidates 
for better social assistvce targeting, are likely young children 
and pregnant and lactat mothers. 

A rising proportion of total calories consumed from potatoes and 
grain (that is, the starchy-staple ratio) would likely reflect a 
deterioration in income and well-being. While this trend is 
occurring in the majority of CEE countries for which data are 
available, it is apparently not happening in Poland. From 1988 to 
1992L the starchy-staple ratio of Polish consumers remained at 
3 9  This proportion is roughly comparable to that found in 
other Central Europe countries (where it ranges most recently 
from .33 to .42) and significantly lower than that found in the 
Balkans (ranging from .50 to -70)- 

Rising relative prices of essentials, which put a 
disproportionate squeeze on the poor, can be reflected in part in 

- - the Consumer P r i c e  Index (CPI) rising faster-than--the broader- - - - - -- - - 
price indexes such as the GDP deflator. This is occurring in 
Poland. The CPI ififlation rate in 1993 is 1.2-times greater than 
the GDP deflator. In 1989, however, prices of essentials rose 
relatively slower as evidenced by a CPI/GDP deflator ratio of 
.84. Part of this trend was due no doubt to the lifting of' 
consumer subsidies. In 1988, they constituted 10% of GDP; in 



1993, only 1%. 15 

Yet, despite the rising relative prices @f essentials in Poland, 
the share of food in household consumption dropped significantly 
from 37%16in 1989 to 24% in 1992, reflecting an increase in real 
incomes. Both trend and level are at odds with those in 
virtually all other ENI'countries. Of the 20 EN1 countries for 
which data are available, only in Poland is this proportion 
falling. Furthermore, with the exception of the two other Central 
European countries included in the survey (Hungary and the Czech 
Republic), this more recent proportion is much lower than that 
found elsewhere among the transition economies. The share of food 
in household consumption on average in three Balkan countries is 
57%; for the NIS countries, it is 54%. 

Trends in demography reflect social conditions. In contrast to a 
trend of decreasing population in the countries of CEE overall, 
total population in Poland has beenl,increasing slightly by 
roughly 0.3% annually in the 1990s. This is occurring despite 
declining birth rates (as well as fertility rates and probably 
life expectancy, furthy detailed below) and a stable death rate, 
at 'least through 1992. This would imply net immigration is 
occurring. Yet, while we do not have migration figures fur Poland 
alone, there is evidence that relatively significant net out- 
migration for the CEE countries in general is happening. For 6 
countries of CEE, net out-migration for the period 1985-1990 was 
almost 700,000 persons, mostly to Western Europz, and estimated 
to increase to 850,000 people during 1990-1995. 

The age composition of the population can reveal important 
underlying present and future social and economic conditions. The 
most common statistic of this kind is the dependency or support 
ratio. As traditionally defined, this ratio for Poland tells us 
that for every 100 working age persons, there are 60 persons of 
nonworking age, the eldegly or children, who are in some sense 
dependent on the former. 

A more comprehensive measure of dependency is the ratio of the 
total population not working to thowe who are einployed. This 
reveals a much more dependent population: for every 100 pErsons 
employed, there may be as many as 160 people not working. 

Finally, the old-age dependency ratio, or the ratio of pensioners 
to the XIUpTdyoB, - ~ S I M ~ S E ' ~ K ~  TTXiXml'iiiZ-iTl ~ f ~ ~ ~ e  o ~ T € F  
connection with unemployment, as well as its implications on the 
troubled pension systems in the region. In particular, this ratio 
has been increasing dramatically in many EN1 countries in large 
part because early retirement has substituted for unemployment in 
some cases on a massive scale. In ~oland, for example, 22% of the 
population in 1992 were on pensions, while only 13% were of 



22 
normal retirement age. Poland's old-age d2pendency ratio 
increased from 43% in 1990 to 57% in 1992. This current ratio 
is below the average (of 61%) for 5 CE countries, and generally 
higher than that found in the NIS countries, particularly among 
the CAR and the Caucasus region (where it ranges from 28% to 
4 6 % ) .  

D. Labor Force Trends - 
While limitations in interpreting unemployment figures over time 
and across countries for this region particularly are 
significant, it is clear that unemployment, as with poverty, has 
increased dramatically,during transition. .The unemployment rate 
for Poland may haveldincreased from close to 3% in 1990 to as high 
as 17% by mid-1984. 

In fact, the linkage between unemployment and poverty is strong, 
and likely to get stronger, particularly in light of the fact 
that the proportion of long-term unemployment is high (and . 
rising) and unemployment benefits are short-lived. In 19.93, Lhe 
poverty of 36% of the poor could be related to unemployment, In 
households where at least one member is unemployed, poverty rates 
are anywhere from 2 to 4 times higher than the country average. 1 4  

The proportion of the unemployed who have been unemployed for 
more than a year ( i t  long-term unemployed], increased From 33% 
in 1992 to 42% in the first quarter of 1994. This trend 
coincides with the growing average d~ration gf unemployment: from 
10.3 to 10.9 months during this time period. Beyond 
humanitarian concerns, repercussions from growing long-term 
unemployment could contribute to an erosion of political will 
towards ongoing reforms, and will hence likely need greater 
policy focus in the short-term. 

Furthermore, greater attention to labor market policies in the 
industrial and services sectors relative to agriculture would 
seem to be merited, as the incidence of unemployment in industry 
and services has been' much higher. This is partly reflected in 
the employment data. While overall employment contracted by 
almost 20% from 1989 to 1993, industryf2,where employment 
decreased by 26%, took the hardest hit. The proportion of 
employment in industry declined from 37% to 320.during this 
pericd; employment in services increased from 36% to 43%, while 
agricultural employment remained at 26%. 

- . The averall labor -market Hckire in the- E M  countries--f-i;kefy -- --- -- -- -- 

worsens considerably when one factors in underemployment. The 
bottom line, however, is that we don't know by how much. We can 
only assess underemployment through rough proxies and/or 
anecdotal evidence. 

The are two components to underemployment: workers are less than 



fully productive either because they have less than full-time 
employment and/or their labor is largely redundant and their 
contribution to output is minimal. Labor hoarding, the retaining 
of redundant workers, contributes to the second aspect of 
underemployment, and is perceived to be a widespread problem 
throughout the region. Both types of underemployment contribute 
to low income either in the form of fewer work hours or lower 
wages or both. In addition, if labor hoarding is widespread, then 
this implies much in the way of structural reforms remains, as 
well as the potential for many more job losses to occur should 
these reforms proceed. 

While we do not know the amount of labor hoarding, we can roughly 
gauge its change frgm year to year by mapping output changes to 
employment changes. Is employment dropping commensurate with 
output? In Poland, and in contrast to most other CEE countries, 
there is evidence as shown in Figure 3 that economy0.ide labor 
hoarding is actually decreasing. That is, employment contraction 
has exceeded GDP contraction by 2.7% from 1989 to 1993. In 
industry, however, there has been a slight growth of labor 
hoarding (1.8%) during these years, though much less than in most 
other countries of the region. 

This evidence suggests that substantial labor market adjustments 
are being undertaken in Poland (as well as in Hungary). In 
contrast, it is interesting to note that the Czech Republic, a 
country soon to graduate from USAID assistance, appears to have a 
serious labor hoarding problem, and may need to make more painful 
reforms before its transition is complete. 

Finally, polls point to the deficiency of income from primary 
employment. Surveys conducted in Poland between November 1993 and 
March 1994'found that only 19% of the respondents felt that their 
income from $heir prtImary occupation was deemed sufficient to 
satisfy their needs. This proportion is close to the average of 
24% for eight CEE countries; in Russia a mere 13% felt primary 
employment income was sufficient. 

E. Social Soendim 

As a proportion of GDP, social spending has risen substantially: 
Total cash transfers (which include pensions, various family 
benefits, sick leave benefits including maternity leave and 
uneinployment allowances$ increased from 8.7%. of GDP in 19870i988 
to 17.8% in 1992-1993. Family benegits during this period 
increased f ro= A. 4% oP 6DP -te &&%. --f A- f ae&--~eet3 I 

spe&ing-or------- -- -- - 

family benefits increased by 7% during this time. Unemployment 
benefits as percent of GDP was 1% in 1992 and-2% in 1993. 

Still, social transfers may not be sufficiently targeted. In 
particular, the poorest three population deciles gef! less than 
60% of social assistance and unemployment benefits. 

6 



Furthefs, the unemployment benefits amount to only 36% of average 
wages. In addition, the benefits are provided to those who meet . 
certain qualifying conditions for a minimum of nine months and a 
maximum of two years. As of March 1994, over half of the 
unemployed were not entitled to unemployment benefits. Most had 
been unemployed long-term. 

F. Environment 

conforming to the general trend in the CEE countries, Poland's 
air pollutant emissions have fallen considerably since 1989, 
though largely it seems because of reduced production. For 
example, carbon monoxide emissions d~creased by 20% from 1989 to 
1992 (from 2.7 to 2.2 million tons). By disaggregating, we see 
the decline is due to reduced smokestack emissions (that is, 
emissions from stationary sources decreased from 1.3 to . 7  
mi1.lion tons), and despite an increase in emissions from mobile 
sources (which increased from 1.4 to 1.5 million tons). Nitrogen 
oxide emissions also declined during this period; by 27% (from 
1.5 to 1.1 million tons) . , 
Water pollution emissions are also declining. Seventy percent of 
the.water pollution in Poland comes from industry. 'From 1990 to 
1993{, Polish industry reduced water pollution emissions by about 
14%. However, the amount of industrial' waste water that is not 
treated remains very high; 95% in 1993, slightly higher than in 
1990. 

The extensive dumping of solid industrial wastes in Poland is 
reportedly among the highest in the CEE countries. 

Such environmental pollution has likely contributed to a variety 
of illnesses, including emphysema, respiratory cancer, heart - 
disease, lead poisoning, as well as various water-borne diseases. 

11. At-Risk Social GrouDS 

Below, and in ~igure 4, we attempt to measure the extent to which 
particular groups are suffering disproportionately during the 
transition. Constrained in large part by data availability, the - 
following categories have some limitations that need to be 
underscored. First, some of the categories overlap. Thus 
evaluating how well a particular group is faring may require ' 
looking acrocs categories. For example, many if not most of the 
pensioners who are--nos+-at-~isk--are probabf y wemen i-Sfmif-arf ys --- - 

some of the categories may not be adequately disaggregated. There 
- - 

is some evidence, for example, that pensioners on average may be 
doing relatively well. Yet, it also seems true that some of the 
hardest hit groups are particular types'of pensioners (single 
household pensioners who are not drawing additional income from 
work and who are most often women). 



A. The Younq 

Children seem likely to be the most vulnerable age group during 
transition, In fact, as shown in Figure 4, close to one in four 
children are living in absolute poverty, gignificantly higher 
than the nation-wide poverty rate of 16%. The importance of 
better focusing resources towards addressing the'needs of the 
youngest during the transition stems from economic as well as 
humanitarian reasons. Deprivations early in life extend to 
development and productivity later on. 

Some of the poorest households are those of single parents with 
all children under age 1.8. These households represent.close to 3% 
of the population and have a (1992) median income which is 15% 

39 below the national average. Thirty-nine percent of these 
households are below the relative poverty line (of 75% of median 
income); 18% are below the lower still poverty criteria (of 50% 
of median incomg), a far greater percentage than any other 
househo,ld type. 

A more promising trend is that in infant mortality which may have 
decreased by as much as 30% from 1989 to 1994. According to the 
U.S. Bureau of Census, infant mortality decreased from 15.8 
infant deaths per 1,000 live births in 1990 to 12.6 in 1994. 41 

The under age 5 mortality rate in 1992 may haze been closer to 
17; higher for boys (20) than for girls (14). * 

Youth unempioyment is disproportionately high. Unemployme$ in 
the first quarter of 1994 for those under age 25 was 36%. This 
is more than two times the national average (see Figure 4), and 
significantly higher than the 29% youth unemployment rate in . 
1992. While female youth unemployment is 2% higher than male 
,youth unemployment, this gap is not as large as the 6% gender 
differential in 1992. 

B. The Least Educated and the Workins Poor 

As in other EN1 countries, many if not most of the poor in Poland 
have jobs. A World Bank study found that 60% of the poor in 
Poland in 1993 were so-called I1working poor. "" Other indicators 
support thia observation. In particular, the average income of L 

households in which both adults were employed at minimum wage4,in 
L 

the end of 1993 was only 10% above the absolute poverty line. 
In the first quarter of 1994, minimum wages were 39% of averagea6 
-wages, a n a .  slightly-higher- khan-unetttpfoffmen~c~nsatiwrt~ -- - -- - 
Finally, 23% of households with a blue collar head of the 
household in 1992 were living in relative poverty (defined as 75% 
of the median income) in contrast to 9% of households headed by a 
white collar worker (see Figure 4). 17 

Those among the poor who have jobs are the least educated part of 



the work force. This connection is likely growing stronger given 
the apparent rising economic returns to education. The World Bank 
.found that the rate of return to one additio~al year in Poland 
increased from 6.4% in 1989 to 7.5% in 1992. 

The close and growing ties between poverty and education is no 
doubt exacerbated by other ominous trends that disproportionately 
affect the lowest strata during transition. In particular, 
enrollment at all levels of education may be decreasing as 
children and young adults are needed for more immediate economic 
concerns. Also, spending on education may be suffering in light 
of budget constraints. These trends may need to be tracked more 
systematically. 

Not surprisingly, unemployment rates among the least educated are 
above average. The unemployment rate for those with basic 
vocational education is slightly greater than 2F9% in the iirst 
quarter of 1994, 4% above the national average. For those with 
primary education only, the unemployment rate is closer to 17%. 
The une~ployment rate for both groups has been increasing during 
transition.' In striking contrast, the unemployment rate of those 
with college education is much lower (4% in the first quarter 
1994) and falling; it was 6% in l992. 

In short, these wages and unemployxnent trends confirm the 
findings of growing income inequality, and underscore the 
likelihood of the growing gap to continue in the absence of 
policy re-orientation. 

C. Womeq 

The households with the lowest income in 1992 fell into two - 
groups:'one parent families with all children under age 18 (15% 
below median income), and one person &ouseholds with the head age 
60 or over (21% below median income). The heads of these 
households are primarily women. 

'The unemployment rate for women in the first quarter of 1994 was 
roughly 13% greater than for men (see Figure 4jl, though this gap 
is closing; in 1992, the differential was 20%. However, women 
also suffer from a greater long-term unemployment rate than do 
men, and this differential is growing. . 

The evidence on relative income trends is both mixed and 
insufficient. It is likely, however, that Polish women on average 
earn less than men, perhaps comi;cterabi;y less, thoayh it lx not - - - -- -- 
clear if this gap is growing or closing due to the transition. 
One source has it that Polish women earn about 70% of men's 
earnings. Another draws on several arguments as well as some 
statistics from the health care sector in PoLand;fo argue 
similarly that women tend to earn less than men. In particular, 
women tend to work in lower-paying fields (disproportionately 



concentrated in the public sector), have lower relative wages 
within these fields, and lower returns to income from education 
than do men. In contrast, another argument has it that women in 
general throughout the EN1 have gained in relative wage terms 
during the transition mostly because those jobs that 
traditionally under socialism were underpaid and strongly 
"feminizedtt (e.g., banking, tourism, accounting) have been 
experiencing a presumably disproportionate increase in demand. 5 4  

The cgude birth rate decreased from 15 per 1,000 in 1989 to 13 in 
1992. Similarly, and conforming to the trend throughout CEE, 
fertility rates are also decreasing and are now below the rate of 
2.1 needed to replace the current popu1,ation. In 1989, Polish 
women had an averags of 2.05 children in a lifetime. In 1994, it 
%as closer to 1.75. This decline may be a reflection of both 
new-found poverty and wealth: most women likely abstaining due to 
economic difficulties and uncertainties, while some others are 
doing the same because of career success and new opportunities. 

The general trend in CEE in terms of life expectancy from 1985 to 
1995 has been for life expectancy among males to stagnatelpr even 
to decrease, while for females it has increased slightly. In 
Poland, life expectancy may be slightly lower today for both 
women and men than it was in 1989, though not as low as it was in 
1991il It is probably close to 75 years for women and 66 for 
men. This sex differential gap, one of the largest in the 
world, may be increasing, though evidence is mixed. 

The suicide rate can be taken as a proxy for sogial malaise. In 
1992, there were 5 female suicides per 100,000. This is much 
lower than suicides among Polish men (25 per 100,000). Suicide 
rates for both females and males in Poland are low relative to 
the rates in.many CEE countries, though the differential is - 
greater for females. Suicides for both males and females have 
increased since 1988, though more so for males (from 4.3 to 5.0 
for females; from 20.5 to 25.3 for males). 

There are other disturbing trends throughout EN1 in general that 
are women-specific but for which indicators are not readily 
available. They range from the elimination of subsidized child 
care, to increasing discrimination in the workplace, to . 
discrimination.in &,and titling and tenure, to growing domestic 
violence and rape. 

D. The Elderly 
. . _ _  . . _ .. . . . . - ._ _ _  _ . _ _ ___.  .. . - -  . . - . 

On average, pensioners seem to be doing yuite'well relative to 
other age groups on certain scores, poverty incidence in 

- particular. However, the welfare of the average pensioner masks a 
great deal of variation among this group. In fact, a subset of 
pensioners are among the most vulnerable persons during 
transition, particularly those living alone and not working. As 



shown in Figure 4, almost 44% of the elderly (age 60. or over) 
living atlone are living in poverty (below 75% of 1992 median 
income). Furthermore, these one person households haves2median 
incomes more than 20% below the national median income. These 
households constitute 3.2% of the population. 

I .  

In contrast, some'pensioners are still working, though it is not 
clear how many. Furthermore, many are not particularly elderly. 
As previously cited, 22% of ths population is on pensions, while 
only 13% is of retirement age. This could imply. a sizable 
proportion of working pensioners, though one estimate &or CEE 
overall has it at one in ten pensioners still working. In the 
NISI the ratio is estimated to be much lower; one-out of five or 
six pensioners has a part-time or full-time formal job. 
Retirement age is five years higher in Poland than it is in other 
CEE countries: 65 for men; and 60 for women. 

Pension spending as a proportion of GDP in Poland is much higher 
than anywhere else in the EN1 countries. The growth of such 
spending since 1988 is likewise unmatched. Pensions as a percent 
of GDP increased from 7% in 1988 to 15% in '1993.'! The 1992-93 
average for CEE is roughly 108, and closer to 607% for the NIS 
countries. Still, the real average pension in Poland has remained 
constant since 1987, even though total re81 pension spending 
increased by nearly 50% during this time. This means the number 
of pensioners has increased significantly during this period, and 
many no doubt are receiving early pensions in lieu of 
unemployment benefits. 

Finally, average pensions remain considerably below average 
wages, though this gap has been closing. IMF and World Bank 
sources estimate that average pensions in 1992-1993 were slightly 
more than 60% of average wages (1992-1993), and up6,considerably 
from 48% in 1987-1988 according to the World Bank. By this 
measure then, pensioners on average have increased their relative 

, position vis-a-vis workers considerably during transition. 

E. Reqions _and urban-rural dis~arity 

There is some evidence (though not unequivocal) from the 
unemployment data that sub-national regional inequality has 
increased during transition. In particular, the dispersion of 
regional unemployment rates among the nine region8 in Poland has 
increased from 1992 to the first quarter of 1994. 

- A 

- Of th-e nine reqi~ns , the -papulatiorc~-of t h e  Genkral-Wes%- (eW)- an&-- - - 
Northern (N) regions may be experiencing the g.reatest hardsh'ps. 
Unemployment rates are above the national average &I CW, N, 
North-East (NE), Central (C), and South-West (SW). In NE, N, 
and SW the unemployment rate is 20% higher than the country. 
averagefo Regional poverty is above the national average in CW, N I  
and CE. 'Parts of CW also contain areas where infant mortality 



is highest. Finally, regional dependency ratios abov,e the average 
include the'SE, CE, NE, and the CW regions. 

Urban-rural disparity. The unemployment rates in Warsaw of 7.9% 
and Erakow of 7.5% are considerably below the national average of 
16%. The capital region relative povegty rate is 18% which is 
less than the national average of 25%. In contrast, 37% of 
farmers are living i.n poverty. 

111. Concludina Observations 

In important respects, this may be a particularly critical perioc 
for Poland and for her donors. On the one hand, the poverty 
remains shallow and the disparities, by many measures, are 
probably not much higher than in many OECD countries. Poverty for 
many could become a temporary phenomenon with well-targeted and 
timely assistance in the context of a vibrant economy. 

On the other hand, social tensions could increase significantly 
in the near term. Many of the those who have not benefited from 
the transition may be reaching a threshold of tolerance as the 
painful transition stretches out. Almost one of every two 
unemployed in Poland has been unemployed for at least a year. And 
the proportion of long-term unemployment has been growing 
rapidly. This means that-the proportion of those unemployed who 
are no longer able to receive unemployment benefits is also 
growing rapidly. Furthermore, while the level of economic 
stratification in Poland may not be too far from the.capitalist 
standard, such inequalities are new phenomena and are. likewise 
rapidly growing. 

Finally, it is important to recognize that while the strategic 
obje,ctives fron the standpoint of Polish policy makers and among 
Western donors are not limited to social or humanitarian 
concerns, there is considerable overlap hetween such concerns and 
vital political and economic objectives. Increasingly, as the 
climate in Poland would suggest, the promotion of political 
stability and mutual economic interests.can best be credibly 
addressed in the context of important social reforms. 
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MEMORANDUM 

TO: See Distribution 

FROM : ENI/PCS/PAC, Debora 

SUBJECT: Country Progress Indicators Report: 
Quality of Life/Social Sector Restructuring in Poland 

This report is intended to serve as a prototype for a series of EN1 
country reports that will examine social indicatorst of development 
during the transition to a market-oriented economy. Here, we focus 
on Poland in two ways. We first look at the issues--of 
distribution, poverty, demography, labor markets, social policy, 
and environmental pollution--in the aggregate, and compare how well 
Poland is faring relative to other countries of the region. We then 
examine the impact of the transition in Poland on those groups 
commonly perceived to be the most at-risk. This includes the young 
and the old, the working poor, women, and the rural populace. 

We welcome your comments and suggestions, and ask that you please 
direct them to Ron Sprout, ENI/PCS/PAC, Room 3320A NS, tel: (202) 
647-3806. 
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